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Introduction

This report focuses on the paper 9BS0_03: 'Investigating business in a competitive environment’,
which accounts for a 30% subject weighting for GCE Business. It tested candidates’ knowledge and
understanding across themes 1 to 4 as well as their application, analytical and evaluative skills. The
questions which begin with the command words 'assess' or 'evaluate’ are designed to encourage
candidates to write coherent chains of reasoning, with balance.

The business context for the paper was the market for holidays in the UK and abroad, and the UK-
based businesses operating in these markets. This was shared with centres in November 2018 to
enable candidates to undertake research in the following areas:

¢ UK consumer trends over the last 10 years, such as activity holidays, staycations, city breaks and
package holidays.

¢ Influences on UK-based consumers for holidays; such as the growth and development of
emerging economies, social trends, changing costs and prices, as well as external factors.

* Major businesses and niche operators in the holiday market, including budget airlines.
* The competitive environment facing UK-based holiday businesses.

The four structured questions in Section A of the paper examined aspects of the travel industry as a
whole; namely the income elasticity of demand for holidays, assessment of a country as a
production location, exchange rates and pricing strategies. The four structured questions in Section
B examined the operations of mainly one business, namely Ryanair, focussing upon entrepreneur
to leader, consumer protection and pricing strategies. In the spirit of keeping our question papers
up-to-date, candidates were also asked in Section B to assess the reasons why Monarch Airlines
failed.

The paper was on the whole well answered by candidates, with many able to use the evidence
provided in order to answer most of the questions. More successful candidates were also able to
draw upon their own research findings in order to write balanced arguments with logical chains of
reasoning, whilst making effective use of the evidence in the paper from both the travel and holiday
industry and Ryanair.

However, some candidates were indeed challenged by the demands of the paper, sometimes
struggling to assess and instead opting to explain or analyse. For example, the effects of consumer
protection on Ryanair. Similarly, some candidates were let down by a lack of accurate knowledge
and understanding, so described what was meant by price elasticity of demand or demand factors,
rather than assessing whether or not the demand for holidays was income elastic.

Generally candidates performed better in response to the questions in Section A than in Section B.
This was often down to making better use of the Extracts A to D provided in Section A, and being
able to calculate the moving averages and variances for Live the Adventure Ltd and then use these
results to assess the business growth options available.

A minority of candidates appeared not to have finished the paper judging by the skeletal or lack of
responses to question Q02(d). By contrast a good proportion of students made effective use of the
examination time of two hours to write answer plans and continue onto extra sheets, where
necessary.
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Question 1 (a)

This seemed to be a challenging question for many candidates, who could not explain two factors
which determine the income elasticity of demand (YED) for products/services and go on to explain
how each of these applies to holidays. For example, the nature of the good as a luxury; a relatively
large proportion of income is often spent on holidays - uncertainty. A number of candidates simply
wrote about income and how it can affect demand for holidays or even confused price elasticity of
demand with YED, so wrote (incorrectly) about the price of substitutes being a significant factor.
More successful candidates were able to assess at least one factor by explaining that holidays are
an increasing necessity in these times of increased life stresses and work loads. They recognised
that whilst the demand for holidays overseas may be more income elastic, staycations or short city
breaks may not be.

This candidate only assesses one reason why income elasticity of demand for holidays is income
elastic.

1 (a) Using the data in Extract A, assess two reasons why income elasticity of demand
for holidays may be income elastic.
(8)
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-
N / ResultsPlus
"V/‘\‘ Examiner Comments

The candidate identifies a reason for income elastic
demand - holidays are expensive (and a luxury like a car).
They then continue to explain what this means and
provide a justification to the contrary (income inelastic
demand) if holidays are not so important to a consumer.
They were awarded level 2 and given 4 marks.

\ ResultsPlus
) ) Examiner Tip

Better responses to this question were stuctured using an
opening paragraph to define what income elastic demand
means, followed by two paragraphs which each assess one
factor using the context of holidays.
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This candidate assesses two reasons why the demand for holidays is income elastic; luxury
good/non necessity and expensive (implies large proportion of consumer income).

1 (a) Using the data in Extract A, assess two reasons why income elasticity of demand
for holidays may be income elastic.

(8)
1mwansm1r3q ..... damand.. ComsSideres:. now Jansine. . dumand...
L0000 pRAMCE LLLVICR.,. A5, X0 SNAng R Y in. inComL ..

AANG.....on. hal L AS 0ot O e eSS0 INLECFOTE
Qeang

OO RR0RAS.. NONE ... A0 uade.. MIELS. Cf . AlSpasible....
. . R Gt
mcmunmbaaha.mud.md_&ma&bfmun

ﬁmmmsmcmm31MMMmﬁlmm&
Ot net. 0SNG in ling it TS, MOAY % thisd. pLORLS. NANE...........

MWLyMI&Mﬂumammgmm
lnceme..ed mmmmmmdmnmmjnsfmmqﬁms
MCMthMﬁp%lbm]n(‘MdQ!ihbMCESSMll\jYMM
mmq;mmumﬂm@smjmwmemﬁn ........ (eA.aian...

MWmmmmwhﬂmmmwmm ..... m.s..uu.\vy.......
mb_zzfpmed,bﬂﬁ\mmpa.cnpfmﬂmmwmm{m
SUpener. conIeR ... mm‘cvend.cmsmvcrnmrm;wcrumms

13.hecosd R, nat. ankh). Qre. -lhujmiﬁmm&l!-jbui+m.l5m
.m‘o...__...m_mmmj ...... Lxpensive. in..most.cales . DUALIDIhE Weal. ..

£ against_beth the € and 3. it is becoming noiably.. ..
more... Axpendive o hraved o fWrpean coawnamel in.pasticuar,
winith.oan the. 10510 eous. N as been the most pepudas.
ot holidowy. location: gor. Bl fzan s . This. DL 0. COSES..........

6 GCE Business Studies 9BS0 03




huge. .amount. &f. SUPpLY..in.the...qurline..and. hali RULTRIAE
Thaure f-ort, mo.xdhﬁ- Phe cost of fraved (s not Nowving “ay
Much of on impact on elcuhcfry al ente thought .

ResultsPlus

Examiner Comments

This response opens with an effective definition and
explains that holidays are not a necessity. Evaluation is
achieved through the argument that luxury travel and
hotels will not suffer a fall in demand given the higher
wealth of the consumers who purchase them (implied
inelastic), so effective use of context.

The candidate goes on to explain why the relative expense
of a holiday makes its demand income elastic, but does
not give a reason why despite this demand it can be
income inelastic, so level 3 and 7 marks are awarded.

ResultsPlus
Examiner Tip

This response shows that it is best to focus on the point of
the question rather than struggle to use the evidence in
the appropriate extract(s) to justify your ideas. The price
comparison site argument actually serves to support the
idea that the demand for holidays is income elastic.
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Question 1 (b)

This question was generally accessible and well answered by candidates, with several factors being
explored such as ease of doing business, having the appropriate infrastructure, consumer incomes
and government incentives. Weaker responses focussed on the challenges of entering any market
rather than on China and Disney in particular, and therefore achieved lower marks than those
stronger responses that recognised, for example, the value of Fosun and the strength of the Disney
brand, together with the emerging middle class with appropriate disposable incomes to enjoy such
new entertainment.

This candidate examines the importance of branding, start-up costs and the potential number of
customers available to Disney in China.
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(b) Assess the factors that might affect the success of a global business such as
Disney when entering a new market such as China.
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N
< (ResuitsPlus
’;’/\3 Examiner Comments

A well balanced response with effective chains of
reasoning which made good use of Extract B (10 million
visitors in 11 months, Shanghai government providing
land, planned opening of Universal Studios in 2020). The
candidate attempts an overall judgement, so they are
awarded level 4 and 8 marks.

. "\
\

@ ResuitsPlus
) Examiner Tip

Judgements can be made clearer by referencing an aspect
of the business' market, objectives, products or situation
(MOPS).
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This candidate only explores one factor that might affect the success of a global business, such as
Disney in China, namely market knowledge.

(b) Assess the factors that might affect the success of a global business such as
Disney when entering a new market such as China. _
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% ResultsPlus
Examiner Comments

Chains of reasoning are clear and the market knowledge
factor is assessed with reference to the benefits of Disney
being able to work with joint venture partner Fosun.
However, only one reason is assessed which limited the
mark awarded to level 3, 5 marks.

ResultsPlus
Examiner Tip

Always read the question carefully.
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Question 1 (c)

Most candidates made a reasonable attempt at answering this question, recognising that the
depreciation of the £ might cause the demand for overseas holidays to fall as the purchasing power
of UK tourists will suffer overseas.

Weaker responses discussed the theory of exchange rates on holidays without a clear use of the
wealth of data available in Extract C, or indeed their own knowledge gathered from reasearch.
Although this did not bar a response achieving high marks, this was often the case due to a lack of
complete chains of reasoning and balanced arguments in relation to the effects of fluctuations of
exchange rates. Better responses were able to examine how exchange rates may have affected the
holiday market, for example, with the rise of staycations. Other more successful candidates
discussed the significance of the extent of the exchange rate fluctuation. Well evaluated responses
were able to see that even though exchange rates had worsened for UK consumers, the amount of
holidays per person abroad had actually increased from 1.2 to 1.7 per person per year. Judgements
tended to be weak and simply a reiteration of what had already been said gaining few, if any,
further marks.

Although this candidate did not clearly refer to the data in Extract C, they did gain a level 4 mark of
9.
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(c) Assess the extent to which movements in exchange rates might influence the -
holiday choices of UK consumers.
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\ = {:ﬁf ‘ ‘ w
(CoUiik
/\ Examiner Comments

Chains of reasoning are present and there is a tentative
reference to the data (5 years ago) to support why travel
abroad may suffer when the value of the £ falls against
other currencies. Balance is provided as they argue that
incomes may have increased which might fuel personal
savings for financing holidays, or that demand for holidays
overseas is something people wish to experience
regardless of exchange rate fluctuations. An original
conclusion is written, suggesting that the demand for
holidays is quite often prompted through social media
influences and applications like Instagram.

~ ResultsPlus
\ Examiner Tip

Use of data in Extract C could have made answering this
question with balance more straight forward. Candidates
are reminded to read all of the extracts in each section (in
this case A to D), before answering the appropriate
questions (Q01(a) to Q01(d)).

GCE Business Studies 9BS0 03
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The opening did not provide a very clear definition of exchange rates. It would have been better to
say 'in relation or comparison to other currencies'. However, this student uses the data in Extract C
to help support analysis.

(¢) Assess the extent to which movements in exchange rates might influence the
holiday choices of UK consumers.
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-
N / ResultsPlus
"V/‘\‘ Examiner Comments

The candidate explains why the demand for UK staycations
increases given the depreciation of the pound, and
attempts to provide balalnce in the response but the chain
of reasoning regarding 'may be PED inelastic for some
people' could have been explained better. No overall
judgement is given. Level 3 and 6 marks are awarded.

\ ResultsPlus
) ) Examiner Tip

Use paragraphs in responses to make it clear that you are
making a new point, especially if it is a contrasting
argument. Assess questions require students to provide a
supported judgement.

GCE Business Studies 9BS0 03
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Question 1 (d)

Candidates were usually able to offer correct calculations for A, B, C and D, but too often these
results were then not used any further in responses to support the arguments regarding the best
option for business growth for Live the Adventure Ltd; so an opportunity was lost to gain higher
marks at level 3 and into level 4. Almost all candidates were able to offer some analysis of both
options with level 3 chains of reasoning, but answers were then sometimes let down by a failure to
consider how the business' sales might be increased. The best responses evaluated the two
options, using the background and wider situation the business found itself in (established since
1984, experience of operating overseas already in Nepal, a number of qualified, skilled and
experienced staff), or some other element of the market, operations or the nature of the
product/service in order to provide a supported judgement, conclusion and recommendation.

The candidate starts to answer with calculations, although missed the minus signs on the two
variances.

This is a superficial assessment on the whole, which does not really show a critical understanding of
the issues by either referring to significant evidence in Extract D or theory (such as Ansoff).
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Live the Adventure Ltd is deciding whether to expand its existing operations or to
offer winter activity holidays in Europe in order to grow.

{d) Using the data in Extract D, calculate the values of A, B, Cand D and using other
-non-financial information, evaluate these two options.

Recommend which one of these two options Live the Adventure Ltd should
choose in order to grow '
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-
N / ResultsPlus
"V/‘\‘ Examiner Comments

'Stick at what they know best' could have been identified
as 'market penetration' to enable the student to show
more effective use of appropriate business
theory/concepts.

As it is the response does little more than refer to the
quarterly sales of Live the Adventure Ltd recognising
seasonality as a factor but not really demonstrating a full
understanding of the issues, let alone the business growth
objective. They were awarded the lower end of level 3 and
9 marks.

<A\ ResultsPlus
\ Examiner Tip

When asked to calculate data values in an 'assess' or
'evaluate' question it is vital that the results are included in
the report. They should not stand alone.
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Here the candidate does include the calculation outcomes in the rubric of the assessment.

Live the Adventure Ltd is deciding whether to expand its existing operations or to
offer winter activity holidays in Europe in order to grow.

(d) Using the data in Extract D, calculate the values of A, B, C and D and, using other
non-financial information, evaluate these two options.

Recommend which one of these two options Live the Adventure Ltd should

choose in order to grow.
(20)
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AN
< / ResultsPlus
‘/\ Examiner Comments

A critical understanding of the Live the Adventure Ltd
business is demonstrated as arguments are presented by
reference to the information provided in Extract D. Ansoff
classifications are also applied correctly to the two options
and seasonal trends in the data are utilised well. Reference
to sufficient cash flow is made, though this point could
have been developed further. The candidate references
free trade between the UK and the rest of Europe as a new
point in the overall conclusion to support the
recommendation of offering winter holidays. Some
examples of incomplete chains of reasoning but they are
awarded level 4 and 17 marks.

&34\ ResultsPlus
\ Examiner Tip

When making a point to explain an idea, it may be useful if
candidates take time to read back through their answer to
make sure that chains of reasoning are complete.
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Question 2 (a)

This question proved quite challenging for many candidates. Many failed to clearly identify
difficulties moving from entrepreneur to leader. Answers often became a response regarding
having the right management style. However, management styles cannot be directly translated to
the difficulties of transferring from entrepreneur to leader and so did not gain many marks in a
number of instances. Some answers fell into the trap of simply regurgitating evidence from the
extracts, or even how to manage a large business, which therefore scored no more than level 1 or 2
and so attracted few marks. Better responses were able to identify the issues facing Michael
O'Leary, though chains of reasoning were sometimes weak. The best responses were able to
highlight difficulties, such as the ability to delegate, or need to lead and communicate with staff,
and also used appropriate evidence to develop arguments. Balance was often weak (such as
O'Leary's instant credibility amongst staff given his humble background or because of his work
experience at Southwest Airlines), meaning top marks were elusive to all but the best candidate
responses.

The candidate presents two difficulties - better communication and the need to delegate.
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2 (a) Assess two difficulties for Michael O’'Leary when developing from an entrepreneur
to a leader.

(8)
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ResultsPlus

Examiner Comments

The candidate provides effective chains of reasoning with
balance to achieve level 4 but just falls short of assessing
each difficulty, so gained 7 marks out of 8.

ResultsPlus
Examiner Tip

When presenting two lines of argument, always provide
balance to each for 8 mark questions. No overall
judgement is necessary.
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This candidate simply lifts information from Extract E (‘cold hearted and ruthless') and asserts
'applying his ideas...may have been a struggle'.

2 (a) Assess two difficulties for Michael O’'Leary when developing from an entrepreneur

to a leader.
(8)
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-
N / ResultsPlus
"V/‘\‘ Examiner Comments

The difficulties of moving from entrepreneur to leader are
more implicit than explicit in this candidate's response -
taking the above as effective communication and respect
for workers, so they were awarded level 1 and 2 marks.

Level 1, 2 marks was also awarded where students were
able to show clear knowledge and understanding of what
was meant by leader and entrepreneur.

\ ResultsPlus
) Examiner Tip

The extracts are provided as a stimulus for candidates to
then use their own knowledge and suggest how in this
case difficulties may have arisen; the need to delegate and
communicate was most appropriate in this case.
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Question 2 (b)

This question was generally answered well by candidates, with stronger responses recognising that
even following the fines imposed by the Civil Aviation Authority, Ryanair sales continued to grow.
Most candidates were able to explain a couple of effects, such as on the brand's reputation and
sales, and to provide limitations (often increased costs or the fact that Ryanair is a budget airline
with a high rate of turnover so can surive such threats). Weaker responses either offered only one
response or failed to offer any balance. These candidates also simply rephrased the extract with
little added insights into the effects of consumer protection legislation on Ryanair's business
operations. Some candidates incorrectly discussed legislation such as the Minimum Wage Act which
was actually outside the remit of the question.

This candidate offers a balanced response which uses the context and Extract F effectively.
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(b) Assess the likely effects of consumer protection legislation on a business, such as
Ryanair.

(10)
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ResultsPlus

Examiner Comments

There are good, completed chains of reasoning as to why
consumer protection laws might adversely affect, and in
deed did affect Ryanair. This is contrasted with the use of
evidence to support the notion that if followed, which
Rynair did, then it may have a positive effect on passenger
numbers (8% increase in October 2017) and profits, as a
result of the business acknowledging its responsibilities.
They are awarded level 4 and 8 marks.

Avoid repeating arguments in an attempt to make a
judgement.

ResultsPlus

Examiner Tip
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This response uses the evidence provide in extract F, but because of incomplete chains of
reasoning fails to achieve above level 3.

(b) Assess the likely effects of consumer protection legislation on a business, such as
renalt (10)
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ResultsPlus

Examiner Comments

The candidate identifies the high costs (E25m) caused by
compensating consumers and asserts that this can reduce
profitability and damage reputation, without explaining
fully why.

They assert that because Rynair is a budget airline, then it
will not be affected by consumer protection - again not
explaining fully why. They are awarded level 3 and 5
marks.

ResultsPlus
Examiner Tip

When there is some attempt at analysis but incomplete
chains of reasoning, candidates will score at best the lower
end of level 3.
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Question 2 (c)

Most candidates answered this question well as it was made quite accessible given the extensive
range of examples in Extract G. However, it was sometimes answered in a confused manner with
candidates often simply listing the internal and external causes directly from the extract but with
little development or explanation. Less successful candidates confused internal and external causes
of Monarch's business failure. Better responses were able to select and use appropriate evidence
from the extract to explain the failings of Monarch’s management and often evaluated the tensions
prompted by external causes; such as terrorist incidents and fuel price rises caused by oil being
priced in dollars coupled with a depreciation in the £ sterling. On the whole judgements tended to
simply summarise points already made.

This candidate defines business failure and then goes on to explain (using complete chains of
reasoning) why Monarch's failure was either down to internal or external reasons.
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(c) Assess whether Monarch Airlines’ business failure was due to internal causes.

(12)
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N

< /ResultsPlus
’\'/\ Examiner Comments

Internal reasons are examined first (lack of adaptation)
and expanded upon to explain why market share (sales)
fell. The external factor examined is the depreciation of
the £ Sterling and the consequences for fuel prices and the
terrorist attacks in Monarch holiday destinations. No
judgement is provided so the candidate is restricted to
level 4 and given 10 marks.

o ResuitsPlus
) Examiner Tip

The candidate wrote 'on conclusion' but instead came up
with another series of ideas as to why external factors
were significant in explaining Monarch's business failure.
This did not amount to a judgement. Candidates should
make thier overall decision clear and try to reference the
market, objectives, the nature of the product, or the
overall situation the business found itself in.
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A level 3 response which illustrates some chains of reasoning to support the notion that internal
factors were largely to blame for Monarch's business failure, using the evidence from Extract G.

(c) Assess whether Monarch Airlines’ business failure was due to internal causes.
{1 2)
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ResultsPlus

Examiner Comments

However, the response is not fully balanced because the
arguments for external factors being responsible are
simply lifted rather than explained. There is no judgement
so the response is limited to level 3 and given 6 marks.

ResultsPlus
Examiner Tip

Complete chains of reasoning for both sides of an
argument, select relevant evidence from the extract and
use appropriate business terminology.
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Question 2 (d)

Many candidates found this question the most accessible in terms of subject knowledge and ability
to use the context. Those candidates who answered this question well discussed the two options
and focused on their likely impact on Ryanair's profits throughout their answer and were able to
include some balance and evaluation skills to access level 3 and level 4 marks. There was a small
number of candidates who confused penetration and skimming pricing. Better candidate
responses recognised the segmentation possibilities for differing locations and used the data from
Extract H to support thier ideas, such as relatively poor GDP growth in Brazil (-4%).

A reasonable evaluation of both pricing strategies in relation to Rynair/Air Europa.
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For long-haul flights to the Americas, Ryanair and Air Europa could use competitive
pricing or a penetration pricing strategy to maximise profit.

(d) Evaluate these two pricing strategies and recommend which one should be used
by Ryanair and Air Europa to maximise profit.
(20)
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}v\\\s\“\\}c _
/\ Examiner Comments

Good use of subject knowledge and business behaviour is
shown by this candidate, in order to provide complete
chains of reasoning to support the use of penetration
pricing as a means to increase their customer base over
the longer term and hence increase profits. The candidate
makes reasonable use of the evidence provided (Spain's
Iberia and Vuelling, 130m Ryanair customers) in their
assessment. The conclusion, however, is simply a repeat of
what has already been stated. Therefore, the candidate is
awarded level 3 and 13 marks are given.

\‘ Examiner Tip

Conclusions really ought to make a new point. In this case,
for example, stating that to establish itself in the long-haul
flights market from Europe to countries in South America
(arguably in this case classed as prouduct development
and/or diversification), Ryanair/Air Europa should make
use of penetration pricing as this would enable the
businesses to establish themselves and make higher
profits over the longer term.
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A well balanced evaluation of both pricing strategies which makes effective use of business theory,
concepts and the evidence provided.

For long-haul flights to the Americas, Ryanair and Air Europa could use competitive
pricing or a penet:aﬂnngrﬁ:jng strategy to maximise profit.

(d) Evaluate these two pricing strategies and recommend which one should be used

by Ryanair and Air Europa to maximise profit.
(20)
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}v\\\s\“\\}c _
/\ Examiner Comments

The candidate on the whole writes effective chains of
reasoning to argue both for and against each of the
strategies, referencing Porter's cost leadership model. On
the first page the candidate examines competitive pricing
suggesting it could enable Rynair/Air Europa to access a
wider customer base and so benefit from economies of
scale, which might enable higher profits, balancing this
with the danger of not being able to cover high fixed costs
so prevalent in the industry. Assessment of penetration
pricing recognises that the strategy might enable Ryanair
and Air Europa to gain a foothold in the long haul flight
market and improve capacity utilisation, but may lead to
customer expectations of permanent low prices. The data
in Extract H is well utilised as a means to justify the
businesses being less able to increase prices in the longer
term. A conclusion is attempted, so this candidate is
awarded level 4 and 17 marks.

ol Plus
\‘ Examiner Tip

To achieve a level 4 mark in an evaluation question,
candidates are advised that responses should include
accurate and thorough knowledge and understanding. Any
opportunity to introduce this in an assessment should be
encouraged. This candidate achieves this through adding
the significance of economies of scale, cost leadership,
high fixed costs and capacity utilisation.
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

* Stick closely to the requirements of the questions posed and apply these effectively to the
relevant business in the evidence.

* Make sure you have a sound understanding across the specification content in Themes 1 to 4 so
you can apply this with more confidence to the questions - in particular, for Q01(a) income
elasticity of demand and QO01(d) quantitative skills on sales forecasting.

* Pay attention to the command words and the respective mark allocations to be able to write
appropriate and succinct responses.

* Do not give generic answers without context.

* Manage your time effectively, do not write overly long answers to 8 mark questions at the
expense of 12 and 20 mark questions.

* Learn the specification terminology, specifically consumer protection, Ansoff's Matrix, 4 and 8
year moving averages and variances.

* Glossaries of key terminology are a good way of securing this knowledge at all stages of
preparation for the paper.
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Grade Boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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